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ACT502 – Management Accounting 
DURATION 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
 
Complete requirements for both Parts A and B 
Please show your calculations clearly for part B questions 
 
EXAM CONDITIONS 
You may begin writing from the commencement of the examination session.  The reading time indicated above is 
provided as a guide only. 
This is a RESTRICTED OPEN BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Any hard copy, unannotated English dictionary is permitted 
 
ADDITIONAL AUTHORISED MATERIALS EXAMINATION MATERIALS TO BE SUPPLIED 
 




1 x 16 Page Book 
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Section A 
Multiple Choice Questions 
Section B 
Practical Questions 
Total No of Marks for this section:  52 
This section should be answered in the Answer Booklet provided. 
There are 5 questions and the marks are shown for each of these.  
 
Question 21 – 15 marks 
Exam Company uses a weighted average process cost system. The Moulding Department adds materials at the 
beginning of the process and conversion costs are incurred uniformly throughout the process. Work in process on 




A) Complete the attached Production Cost Report for the Moulding Department for the month of May using 
the above information and the information provided in the attachment. Calculations rounded to three (3) 
decimal places. (10 marks) 
B) Prepare the journal entries to record the May transactions in your answer booklet, as per the information 




Question 22 – 14 marks 
 
Exam Manufacturing has five activity cost pools and two products (a budget type vacuum and a deluxe type 






A) Compute the overhead cost per unit using a single plant wide overhead rate, assuming total overhead is 
allocated based on machine hours.  (1 mark) 
B) Compute the overhead cost per unit for each product where overhead costs are allocated using activity 
based costing. Round your answer to the nearest cent.  (8 marks) 
  Budget  Deluxe
Production Quantity 700,000 300,000
Current Selling Price $40 $80
Direct Materials Cost $4,000,000 $5,400,000
Direct Labour Cost $11,400,000 $10,600,000
Cost Driver Est. Variable OH Est. Fixed OH Total Est. Overhead   Budget  Deluxe
Orders $100,000 $100,000 $200,000 1200 800
Setups $0 $300,000 $300,000 300 700
Machine hours $0 $1,200,000 $1,200,000 240,000 160,000
Parts $0 $2,000,000 $2,000,000 800,000 1,200,000
Inspections $300,000 $0 $300,000 400 600
$400,000 $3,600,000 $4,000,000
Cost Drivers by Product
Questions 4 & 5 –to be submitted in the answer booklet 
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C) Comment on the cost differences between the two costing systems in A) and B).  (2 marks) 
D) How might management use the activity based costing information to make better decisions?  (3 marks) 
 
Question 23 – 10 marks 
 
Exam Corp. is thinking about opening a cricket boot camp in Darwin. In order to start the boot camp, the company 
would need to purchase land, build five cricket fields, and a dormitory-type sleeping and dining facility to house 
100 players. Each year the boot camp would be run for 10 sessions of 1 week each. The company would hire 
local cricket players as coaches. The boot camp attendees would be cricket players aged 12-18. Property values 
in Darwin have enjoyed a steady increase in value. It is expected that after using the facility for 20 years, Exam 
Corp can sell the property for more than it was originally purchased for. The following amounts have been 
estimated: 
 Cost of land $630,000 
 Cost to build dorm and dining facility $2,100,000 
 Annual cash inflows assuming 100 players and 10 weeks $2,520,000 
 Annual cash outflows $2,260,000 
 Estimated useful life 20 years 
 Salvage value $4,400,000 
 Discount rate 10% 
 Present value of an annuity of 1 @ 10% 8.514 




A) Calculate the net present value of the project. Discuss your findings. (5 marks) 
B) To gauge the sensitivity of the project to these estimates, assume that if only 80 players attend each 
week, revenues will be $2,085,000 and expenses will be $1,865,000. What is the net present value using 
these alternative estimates? Discuss your findings. (3 marks) 
C) Assuming the original facts, what is the net present value if the project is actually riskier than first 
assumed, and a 12% discount rate is more appropriate? The present value of 1 at 12% is .104 and the 





Question 24 – 8 marks 
 
Hector Company has developed the following standard costs for its product for 2017: 
 
HECTOR COMPANY 
Standard Cost Card 
Product A 
Cost Element Standard Quantity × Standard Price = Standard Cost 
Direct materials 4 pounds $3 $12 
Direct labor 3 hours 8 24 
Manufacturing overhead 3 hours 4   12 
   $48 
 
The company expected to produce 30,000 units of Product A in 2017 and work 90,000 direct labor hours. 
 
Actual results for 2017 are as follows: 
 31,000 units of Product A were produced. 
 Actual direct labor costs were $746,200 for 91,000 direct labor hours worked. 
 Actual direct materials purchased and used during the year cost $346,500 for 126,000 pounds. 
 Actual variable overhead incurred was $155,000 and actual fixed overhead incurred was $205,000. 
 
Questions 4 & 5 –to be submitted in the answer booklet 
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Compute the following variances showing all computations to support your answers. Indicate whether the 
variances are favorable or unfavorable. 
 
(a) Materials quantity variance. (1.5 marks) 
(b) Total direct labor variance. (1.5 marks) 
(c) Direct labor quantity variance.(1.5 mark) 
(d) Direct materials price variance.(1.5 marks) 




Question 25 – 5 marks 
Notson, Inc. produces several models of clocks. An outside supplier has offered to produce the commercial 
clocks for Notson for $420 each. Notson needs 1,200 clocks annually. Notson has provided the following unit 
costs for its commercial clocks: 
Direct materials $100 
Direct labor 140 
Variable overhead 80 
Fixed overhead (40% avoidable) 150 
 
Required: 
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Moulding Department 
Production Cost Report 




Work in process, May 1 8,000 
Started into production 32,000 
Total Units  
  Equivalent Units 
Units Accounted for  Materials Conversion 
Costs 
Transferred Out 35,000   
Work in process, May 31    
Total /Equivalent Units    
     
Costs:     
  Materials Conversion 
Costs 
Total 
Work in process, May 1 $31,200 $28,800 $60,000 
Material Purchased in May $110,000 
Material added to Production in May $108,800 
Labour incurred in May   $44,200 
Overheads applied in May   $88,500 
Total Costs   $ $ $ 
Equivalent Units     
Unit Costs  $ $ $ 
     
Costs to be accounted for     
Work in process, May 1  $31,200 $28,800 $60,000 
Costs incurred in May  $ $ $ 
Total Costs  $ $ $ 
     
Cost Reconciliation Schedule     
Transferred out   $ $ $ 
Work in process, May 31  $ $ $ 
Total Costs  $ $ $ 
     
 
